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HOUSE BI LL 2932

St ate of WAshi ngt on 60t h Legi sl ature 2008 Regul ar Sessi on

By Representatives Anderson, Al exander, Haler, Bailey, Rodne, and
Kel | ey

Read first time 01/18/08. Referred to Commttee on Appropriations.

AN ACT Relating to establishing the state council on fiscal
managenent; anending RCW 43.135.025; reenacting and anending RCW
43. 135. 035; addi ng new sections to chapter 43.135 RCW and providi ng an
effective date.

BE | T ENACTED BY THE LEG SLATURE OF THE STATE OF WASHI NGTON:

NEW SECTION. Sec. 1. A new section is added to chapter 43.135 RCW
to read as foll ows:

The legislature finds that it is essential to the state's fisca
stability, economc vitality, and ability to ensure the provision of
adequate public services to its citizens that it have nore than a two-
year outlook on the state's operating budget. The legislature finds
that | ong-term pl anni ng has been an inportant tool in the preparation
and periodic revision of the state's capital and transportation
budgets, and that |long-term planning should be extended, in an
appropriate manner, to the state's operating budget as well. The
| egislature further finds that it is inportant for the governor and the
| egi slature to have a thoughtful, systematic, and credible neans of
estimating the future budget inpacts of the expenditure and revenue
decisions it nmakes. The legislature further finds that it would
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i nprove budget transparency, governnent accountability, and better
publ i c understanding of state finances for the state to prepare in an
open and public process a long-termoutl ook on the budget, to regularly
review and update that outl ook, and to nake it available to the public
in a clear formand easily accessi bl e manner.

Sec. 2. RCW43.135.025 and 2005 ¢ 72 s 4 are each anended to read
as follows:

(1) The state shall not expend from the general fund and rel ated
funds during any fiscal year state nobneys in excess of the state
expenditure limt established under this chapter.

(2) Except pursuant to a declaration of energency under RCW
43.135. 035 or pur suant to an appropriation under RCW
43. 135. 045((4b)y)) (2)(b), the state treasurer shall not issue or

redeem any check, warrant, or voucher that wll result in a state
general fund or related fund expenditure for any fiscal year in excess
of the state expenditure |imt established under this chapter. A

violation of this subsection constitutes a violation of RCW43. 88. 290
and shall subject the state treasurer to the penalties provided in RCW
43. 88. 300.

(3) The state expenditure limt for any fiscal year shall be the
previous fiscal year's state expenditure Ilimt increased by a
percentage rate that equals the fiscal growh factor

(4) For purposes of conputing the state expenditure limt for the
fiscal year beginning July 1, 2007, the phrase "the previous fisca
year's state expenditure limt" means the total state expenditures from
the state general fund and related funds, not including federal funds,
for the fiscal year beginning July 1, 2006, plus the fiscal growth
factor.

(5 A state ((expenditure—tmt—ecommttee)) council on fiscal
managenent i s established for the purpose of determ ning and adjusting
the state expenditure limt as provided in this chapter and preparing,
updating, and presenting a long-termoutlook on the state's operating

budget . The nenbers of the ((state—expenditure—Hmt—commttee))

council are the director of financial nmanagenent, the ((atterney

general—or—the—attoerney—general—s—destgnhree)) state auditor, and the

chairs and ranking mnority menbers of the senate conmttee on ways and
means and the house of representatives commttee on appropriations
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The council shall adopt rules governing its operation. All actions of

the ((state—expenditure—Hmt—commttee)) council taken pursuant to

this chapter require an affirmative vote of at |east four nenbers.

(6) Each Novenber, the ((state—expenditure—Hmt—cormmttee))
council shall adjust the expenditure limt for the preceding fisca
year based on actual expenditures and known changes in the fisca
grow h factor and then project an expenditure limt for the next two
fiscal years. If, by Novenber 30th, the ((state—expenditure—Hmt
commttee)) council has not adopted the expenditure limt adjustnent
and projected expenditure limt as provided in subsection (5) of this
section, the ((atterney—general—or—his—orher—designee)) state auditor
shal | adjust or project the expenditure limt, as necessary.

(7) "Fiscal growh factor”™ neans the average growh in state
personal incone for the prior ten fiscal years.

(8) "Ceneral fund" neans the state general fund.

(9) "Related fund" neans the health services account, violence
reduction and drug enforcenent account, public safety and education
account, water quality account, or student achievenent fund.

Sec. 3. RCW 43.135.035 and 2008 ¢ 1 s 5 (Initiative Measure No.
960) and 2007 c 484 s 6 are each reenacted and anended to read as
fol | ows:

(1) After July 1, 1995, any action or conbination of actions by the
| egi slature that raises taxes nmay be taken only if approved by a two-
thirds vote of each house of the legislature, and then only if state
expenditures in any fiscal year, including the new revenue, wll not
exceed the state expenditure limts established under this chapter.
Pursuant to the referendum power set forth in Article Il, section 1(b)
of the state Constitution, tax increases may be referred to the voters
for their approval or rejection at an el ection.

(2)(a) If the legislative action under subsection (1) of this
section will result in expenditures in excess of the state expenditure
l[imt, then the action of the legislature shall not take effect unti
approved by a vote of the people at a Novenber general election. The
state ((expenditure—tmt—ecommttee)) council on fiscal nanagenent
shall adjust the state expenditure limt by the anount of additiona
revenue approved by the voters under this section. Thi s adj ust nent
shall not exceed the amount of revenue generated by the |egislative
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action during the first full fiscal year in which it is in effect. The
state expenditure limt shall be adjusted downward upon expiration or
repeal of the |egislative action.

(b) The ballot title for any vote of the people required under this
section shall be substantially as foll ows:

"Shall taxes be inposed on . . . . . . . in order to allow a
spendi ng increase above |last year's authorized spending adjusted for
personal income grow h?"

(3)(a) The state expenditure limt may be exceeded upon decl aration
of an energency for a period not to exceed twenty-four nonths by a | aw
approved by a two-thirds vote of each house of the legislature and
signed by the governor. The law shall set forth the nature of the
energency, which is limted to natural disasters that require i mediate
governnent action to alleviate human suffering and provi de humanitari an
assistance. The state expenditure limt may be exceeded for no nore
than twenty-four nonths foll ow ng the declaration of the enmergency and
only for the purposes contained in the energency decl aration.

(b) Additional taxes required for an energency under this section
may be inposed only until thirty days following the next general
el ection, unless an extension is approved at that general election.
The additional taxes shall expire upon expiration of the declaration of
ener gency. The legislature shall not inpose additional taxes for
ener gency purposes under this subsection unless funds in the education
construction fund have been exhaust ed.

(c) The state or any political subdivision of the state shall not
i npose any tax on intangi ble property listed in RCW84.36.070 as that
statute exists on January 1, 1993.

(4) If the cost of any state program or function is shifted from
the state general fund or a related fund to another source of funding,
or if nmoneys are transferred fromthe state general fund or a related
fund to another fund or account, the state ((expenditure—Hmt
commttee)) council on fiscal managenent, acting pursuant to RCW
43.135.025(5), shall lower the state expenditure limt to reflect the
shift. For the purposes of this section, a transfer of noney fromthe
state general fund or a related fund to another fund or account
includes any state legislative action taken that has the effect of
reduci ng revenues froma particular source, where such revenues woul d
ot herwi se be deposited into the state general fund or a related fund,
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while increasing the revenues from that particular source to another
state or | ocal governnent account. This subsection does not apply to:
(a) The dedication or use of lottery revenues under RCW67.70.240(3) or
property taxes under RCW 84.52.068, in support of education or
education expenditures; or (b)) a transfer of nopneys to, or an
expenditure from the budget stabilization account.

(5) If the cost of any state program or function and the ongoi ng
revenue necessary to fund the program or function are shifted to the
state general fund or a related fund on or after January 1, 2007, the
state ((expenditure—HHmt—commttee)) council on fiscal nmanagenent,
acting pursuant to RCW 43.135.025(5), shall increase the state
expenditure imt to reflect the shift unless the shifted revenue had
previously been shifted fromthe general fund or a related fund.

(6) For the purpose of this act, "raises taxes" neans any action or
conbination of actions by the legislature that increases state tax
revenue deposited in any fund, budget, or account, regardless of
whet her the revenues are deposited into the general fund.

NEW SECTION. Sec. 4. A new section is added to chapter 43.135 RCW
to read as foll ows:

No later than thirty days after enactnent of each ommi bus operating
budget act, and no later than seven days after adoption of each
quarterly revenue forecast under chapter 82.33 RCW the state counci
on fiscal nmnanagenent shall present a three-biennium outlook on the

state's operating budget. This outlook shall include but not be
limted to:

(1) Estimated resources by fiscal year, including beginning
reserves, revenue as forecast under chapter 82.33 RCWand as projected
by the state council on fiscal nanagenent, and all |egislative actions
af fecting avail able resources. The council's projection of state
revenue beyond the current forecast period shall include a baseline

projection and alternative optim stic and pessim stic projections.

(2) Budgeted and projected state expenditures, including but not
limted to:

(a) Public schools;

(b) Higher educati on;

(c) Major health care prograns;

(d) Corrections;
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(e) Enpl oyee conpensati on;

(f) Pension funding; and

(g) Debt service.

(3) Estimated ending reserves, including unrestricted reserves and
nmoneys deposited in the budget stabilization account established under
Article VI1, section -- of the state Constitution (ESSJR 8206).

(4) The <council shall enunerate and explain the assunptions
enployed in its projections of revenues and expenditures, and the
reasons for those assunptions.

(5) In addition, the council shall present relevant data supporting
its estimates of expenditures, including but not I|imted to
enrol | rents, casel oads, and workl oads as forecast under chapter 43.88C
RCW and as projected by the council.

(6) Each long-term outl ook adopted under this chapter shall be nade
available to the public in online form and in the npbst easily
accessi bl e manner that is feasible.

NEW SECTION. Sec. 5. This act takes effect July 1, 2009.

~-- END ---
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